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U.S. Budget Makes History 


Uncle Sam’s budget recently set a high mark in 
government financial history. The long-awaited state 
of federal finances at last arrived. The federal budget 
for fiscal year 1947-48, which ended on June 30, 
showed a surplus of over $8 billion! The nearest any 
previous budget came to producing a large surplus 
of receipts over expenditures was in 1927—when 
the surplus was $1,155 million. 

Each year from 1930, the last budget surplus year, 
until 1947, when a 750 million dollar surplus was 
shown, the U. S. government has gone into debt. 
Depression and war expenses were paid for on bor- 
rowed funds with the expectation that when peace 
and good times returned a government surplus would 
be used to pay them back. 


Paying Off the Debt. The debt which amounted 
to $16 billion in 1930 rose to its highest point of $280 
billion in February, 1946. An accumulation of pro- 
ceeds from savings bond drives enabled the Treasury 
Department to lower that figure to $258 by June 30, 
1947. Out of the $8 billion budget surplus this last 
year, Congress directed that $3 billion be set aside 
for paying part of the cost of the European Recovery 
Program. The actual surplus left, which for the most 
part went to retiring the debt, amounts to about 
$5 billion. The debt now stands at slightly over 
$252 billion. 

There is still a sizable task ahead if the burden of 
the public debt is to be lowered. At present, the cost 
to the people of the United States for interest on 
that debt is over $5 billion annually, approximately 
one-seventh of the $36 billion 1947-48 budget. Then, 
too, a consistent and substantial reduction of the debt 
in the form of bonds held by banks is one of the 
Treasury’s chief anti-inflation weapons. 


Effect of Tax Reduction. It may seem surprising 
that a surplus would result this past year when taxes 
were reduced, a large-scale, foreign-aid program was 
authorized, and our national defenses are being built 
up. The explanation is that the full effect of these 
events has not yet been felt. The approximately $5 
billion dollar tax reduction measure lowered federal 


revenue only $600 million during the 48 fiscal year. 
Most payments on the 1948 tax bills are not due until 
1949. The major part of expenditures for E.R.P. and 
the arms-building program have not been made. 
On the other hand, the peacetime record business 
production accounted for a high national income, 
thus making tax revenues in 1947-48 unusually large. 


What about Fiscal *49P Since various costly 
government programs have not yet been paid for, 
what is the prospect for the 1948-49 fiscal year? Will 
the federal government operate at a loss or will it 
receive enough revenue to pay for all of its authorized 
expenditures and continue its policy of debt reduc- 
tion? Opinions vary as to this. It will depend on 
several factors: What the state of business is, that is, 
how much money business and individuals make, 
since government revenues go up accordingly; what 
the total cost of all government programs authorized 
by the 80th Congress amounts to; how much of it 
will be paid for in this new fiscal year; and whether 
or not taxes are again decreased, increased, or left 
at the present rates. The Bureau of the Budget, the 
President’s agency responsible for preparing the na- 
tion’s balance sheet, is now analyzing these figures 
and official estimates will be reported about the first 
of August. 


Unexpected Control Powers 


The Draft Act, passed last month, gave the Presi- 
dent extensive control powers over one of the na- 
tion’s key, scarce materials—steel. One section pro- 
vided that the President could, through the Secretary 
of National Defense, exercise what amounts to allo- 
cation and priority powers over steel, in connection 
with production of materials for the armed forces. 

The President intends to rely on the present volun- 
tary program of steel allocation, however. This is 
now under the guidance of the Secretary of Com- 
merce. The more drastic controls will not be re- 
sorted to unless a more serious need for it arises than 
now exists. 
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REGIONAL ARRANGEMENTS AND THE UNITED NATIONS 


Recent events in Europe and Latin America, as 
well as within the United Nations itself, have shown 
a growing trend toward regional organization. What 
concrete steps have been taken toward solving prob- 
lems on a regional basis? How do regional arrange- 
ments fit into the United Nations system? 


Charter Provisions 


At the time that the United Nations Charter was 
drafted, there were strong pressures—particularly 
from the Latin American states—to assign an impor- 
tant role to regional agencies. This point of view pre- 
vailed. Chapter VIII of the Charter authorizes re- 
gional arrangements which are consistent with the 
purposes and principles of the United Nations. 
Article 33 provides that parties to a dispute should 
first refer it to regional agencies before bringing 
their differences before the Security Council. 
Article 51 reserves for all U.N. members the right 
of joining with others in collective self-defense in 


case of an armed attack, if the Security Council fails © 


to act. 

In accordance with the Charter, three regional eco- 
nomic commissions have been created: for Europe, 
for Asia and the Far East, and for Latin America. 
Another for the Middle East is under consideration. 


Pan-American System 


The oldest and most complete regional organi- 
zation is the Pan-American system. Recently re- 
organized and strengthened by the conferences at 
Rio and Bogota, this system includes machinery 
for cooperation in a wide variety of fields, as can 
be seen by some of its agencies—the Inter-American 
Defense Board, Economic and Social Council, Coun- 
cil of Jurists, and the Cultural Council. 

Under the security provisions, an armed attack 
against any American state is to be considered an 
attack against all; consultation follows immediately 
to decide upon action. Decisions are made by a two- 
thirds majority. They are binding upon all members 
with one exception: No state can be required to use 
armed force against its will. Thus the United States 
has in some respects given up its “veto” power in 
the Inter-American system. Our government would 
be bound to take diplomatic and economic steps 
decided upon by a two-thirds vote, but would not 
be required to use armed force unless it had voted 
“ves.” The nations agreeing would proceed without 
us. 

European Integration 


In Western Europe, regionalism has developed 
along two lines—economic cooperation, linked with 
the European Recovery Program; and progress to- 


ward a “Western Union.” At the same time, the 
Eastern European states have moved toward closer 
economic and political cooperation. 

Under the stimulus of the European Recovery 
Program, the 16 participating countries formed in 
April a permanent Organization for European Eco- 
nomic Cooperation. In the OEEC, the nations have 
a basis for working toward a gradual integration 
of their economies. 

More drastic steps were taken by five nations— 
Britain, France, Belgium, the Netherlands, and 
Luxembourg. Following Mr. Bevin’s proposal in 
January of steps leading toward a “Western Union,” 
and spurred on by events in Czechoslovakia, these 
nations signed the Brussels Pact in April. They have 
pledged themselves not only to “eliminate conflict in 
their economic policies,” and “to coordinate produc- 
tion,” but also to give immediate military aid to any 
one of the five if attacked. 


Problems of Regionalism 


The United Nations recognizes that certain mat- 
ters can best be handled on a regional basis. There 
are, however, problems in regionalism—for example, 
the duplication of effort. Is there need for both the 
Inter-American Economic and Social Council, and 
the Economic Commission for Latin America of the 
U.N.’s Economic and Social Council? Again, there 
is obvious duplication of effort between the European 
Economic Commission and OEEC, though the latter 
was made necessary by Russian refusal to participate 
in E.R.P. 

Even more serious is the danger of conflict be- 
tween regional systems and the universal system of 
the United Nations. The basic security provisions of 
the Charter, such as regulation of armaments and the 
provision of armed forces to the U.N., have not yet 
been carried out. In the absence of these guarantees, 
there is a tendency to turn to regional arrangements 
and to collective action under Article. 51. The de- 
velopment of strong regional organizations and other 
groupings of nations however, might in time increase 
the division of the world into rival blocs and make 
impossible the ultimate establishment of a universal 
system under the United Nations. 


Steps Ahead 


The Vandenberg resolution, passed by the Senate 
(see TRENDs, May 31, 1948), gives the go-ahead signal 
to the Administration both in regional arrangements 
and in the use of Article 51, subject to future Con- 
gressional approval. Preliminary conferences to 
underwrite the Brussels Pact by military aid from 
the U. S. are now under way in Washington. 


